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ADMINISTRATIVE DEPARTMENT

OFFICE OF THE CITY COORDINATOR

September 19, 2014

To the Mayor, City Councit and Citizens of the City of Florence, Kentucky:

State law requires that all general-purpose local governments publish within seven months of
the cloge of each fiscal year a complete set of financial statements presented in conformity
with generafly accepted accounting principles (GAAP) and audited in accordance with
generally accepted auditing standards by a firm of licensed certified public accountants.
Pursuant to that requirement, we hereby issue the comprehensive annual financial report of
the City of Florence for the fiscal year ended June 30, 2014,

This report consists of management's representations concerning the finances of the City of
Florence. Consequently, management assumes full responsibility for the completeness and
refiability of all of the information presented in this report. To provide a reasonable basis for
making these representations, management of the City of Florence has established a
comprehensive intemal control framework that is designed both to protect the government's
assets from loss, theft, or misuse and to compile sufficient reliable information for the
preparation of the City of Florence's financial statements in conformity with GAAP. Because
the cost of internal controls should not outweigh their benefits, the City of Florence's
comprehensive framework of internal controls has been designed to provide reasonable
rather than absolute assurance that the financial statements will be free from material
misstatement. As management, we assert that, to the best of our knowledge and belief, this
financial report is complete and reliable in all material respects.

The City of Florence’s financial statements have been audited by Rankin, Rankin and
Company, a firm of licensed certified public accountants. The goal of the independent audit
was to provide reasonable assurance that the financial statements of the City of Florence for
the fiscal year ended June 30, 2014, are free of material misstatement. The independent
audit involved examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements; assessing the accounting principles used and significant
estimates made by management; and evaluating the overall financial statement presentation.
The independent auditor concluded, based upon the audit, that there was a reasonable basis
for rendering an unqualified opinion that the City of Florence’s financial statements for the
fiscal year ended June 30, 2014, are fairly presented in conformity with GAAP. The
independent auditor's report is presented as the first component of the financial section of
this report.

GAAP requires that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management's Discussion and
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Analysis (MD&A). This letter of transmittal is designed to complement MD&A and should be
read in conjunction with it. The City of Florence's MD&A can be found immediately following
the report of the independent auditors.

Frofile of the Government

The City of Florence, founded in 1830, is located in the northern most part of the state,
situated in Boone County and is part of the Northern Kentucky Region, which ranks as one of
the top growth areas in Kenfucky. The City of Florence currently occupies a land area of 10.4
square miles and serves an estimated population of 31,088, The City of Florence is
empowered to levy numerous sources of revenue including its major sources payroll tax,
business license tax, insurance premiums tax and a property tax on both real and personal
properties. H is also empowered by state statute to extend its corporate limits by annexation,
which cccurs periodically when deemed appropriate by the governing body.

The City of Florence operates under the Mayor/Council form of government. Legislative
authority is vested in the City Council, consisting of six City Council members. The Mayor is
the executive authority. The City Council is responsible, among other things for passing
ordinances, adopting the budget and appointing members to various boards. The Mayor
approves the hiring of afl full time employees. The City Coordinator reports directly to the
Mayor and is responsible for carrying out policies and ordinances of the City Council and is
responsible for the development of short and long range planning, capital improvement
programs and running the day-to-day operations of the city. The City Council is elected on a
non-partisan basis. The Mayor serves based upon a 4 year term and the City Council serve
based upon a 2 year term. The next election for the Office of Mayor will be held in 2014 with
the Mayor to take office January 1, 2015. The next election for City Council will be heid in
2014 with the Council to take office on January 1, 2015,

The City of Florence provides a full range of services, full time professional police force and
full time professional fire protection; advanced life support medic services; street
maintenance and improvement, water and sewer services; storm water collection; a full
range of recreational facilities and activities; cultural events; planning and zoning and code
enforcement.

The annual budget serves as the foundation for the City of Florence’s financial planning and
control. All departments of the City of Florence are required to submit requests for
appropriation to the City Coordinator. The City Coordinator uses these requests as the
starting point for developing a proposed budget. The City Coordinator then presents this
proposed budget to the Mayor for review. The Mayor and City Coordinator then present the
budget to the City Council for review. Then, City Council budget work sessions are held on
the proposed budget. The final budget is adopted by July 1. The appropriated budget is
prepared by fund and department (e.g., police). Expenditures may not legally exceed
budgeted appropriations at the departmental level. Any revisions to the budget that wouid
alter total revenues and department expenditures of any fund must be approved by the City
Council.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is
considered from the broader perspective of the specific environment within which



the City of Florence operates.

Local economy. Florence's location is a major factor in allowing it to become an economic
force in the Greater Cincinnati/Northern Kentucky region. Also, the consistent and persistent
effort put forth by Florence’s elected and appointed officials and other community leaders
over the past twenty years has positioned the City very well,

The fecus on financial management and economic development has established the City as
a center of commerce in the Greater Cincinnati and northern Kentucky region. Private
investment and job growth continue in the city. Continuing efforts are paying dividends, and
the City is experiencing successes from large to small, all of which are very important to our
commeaunity.

For example, this past year, Northern Kentucky University's Center for Economic Analysis
and Development released a study about commuter-adjusted populations in the Greater
Cincinnati region. The commuter-adjusted population is the expansion or contraction of
the worker population throughout a typical workday.

Among all communities in northern Kentucky, Florence had the strongest net-inflow of
workers, with our employment to residence ratio of 1.51 to 1. Boone County has the
strongest employment {o resident ratio among northern Kentucky counties at 1.21 to 1,
which is behind only Hamilton County in the tri-state region. Kenton County's ratio is 0.84
to 1, and Campbell County’s ratio is 0.68 to1.

Areas that have an employment to resident ratio of greater than 1.00 are where there are
more jobs than the number of working residents; therefore, the city imports part of its labor
and classifies us as a “job hub."

When we analyze the commercial real estate market in Florence, we shape up rather well in
the region. Leasing and purchasing activity in the retail, industrial, and office sectors have
been very active. On the retail side, our vacancy rate in the city is below 4%, which is ore of
the best performers in the region, where the regional retail vacancy is 8.4%. The industriat
vacancy rate is under 2%, while the overall vacancy rate in the region is 6.7%. And, the
professional office vacancy rate in Florence is 12%, with the region's rate at 20.6%. Overall,
we fair better than most communities in the region. These are positive signs of the strength
of our economy in Florence, but it does suggest, particularly on the industrial front, that future
growth could be constrained without available industrial real estate coming onto the market.

All of these factors are very sirong and positive indicator of Florence's overall economy. it
is truly the perfect time to do business in the City of Florence,

There were several state transportation projects that were completed during the year that are
all of great benefit to the residents, visitors and businesses of the City. In addition, the City is
moving forward with additional enhancements to Mall Road. The City is proposing and
working with the State to construct a frontage road that will link up with Connector Drive. A
new entrance ramp from mall Road to southbound I-75 is in the Kentucky Transportation
Cabinet's six-year road plan proposed by the Governor and adopted by the legislature.

The City has also completed numerous sidewalk, street improvements, storm water, sanitary
sewer and water improvements throughout areas of the City. In addition, the City has
finished the construction of a new Fire Substation on Woodspoint Drive.
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Long-term financial planning. The city has implemented a three-year budget plan. The three-
year budget plan serves as a basis for a roling three-year strategic plan for the City. This
plan will carry out the City's vision as adopted by the City Council. Long-term future
sustainability is the primary focus of the budget plan.

The City is continuing to explore the possibility of developing new parks and adding
amenities to existing parks. After the completion of the projects mentioned in the paragraphs
above, there are no large construction projects planned.

Relevant Financial Policies

The City of Florence has adopted a comprehensive set of financial policies addressing
various areas of operations such as revenue collection, banking services, investment
policies, debt management, budget management and fund balance reserves.

The unassigned fund balance in the general fund is 130.47% of total general fund revenues
and falls within policy guidelines. The City strives to maintain at least 25 percent of total
generai fund reventes so as to reduce amounts that may need to be borrowed in the future.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canadg (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of
Florence for its comprehensive annual financial report (CAF R) for the fiscal year ended June
30, 2013. This was the ninth consecutive year that the City has achieved this prestigious
award. in order {o be awarded a Certificate of Achievement, a government must publish an
easily readable and efficlently organized CAFR. This report must satisfy both GAAP and
applicable program requirements.

A Certificate of Achievement is valid for a period of one year only. However, we believe that
our current CAFR continues to meet the Certificate of Achievement Program’s requirements
and we are submitting it to the GFOA to determine its eligibility for another certificate.

The preparation of this comprehensive annual financial report on a timely basis was made
possible by the dedicated service of the entire staff of the departments of Finance and
Administration. Each member of both departments has my sincere appreciation for the
contribution made in the preparation of this report. Credit must also be given to the Mayor
and Council for their unfailing support for maintaining the highest standards of
professionalism in the management of the City of Florence’s finances.

Respectfully submifted,

Richard J. Lunnemann
City Coordinator
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INDEPENDENT AUDITOR’S REPORT

Honorable Diane E. Whalen, Mayor
Members of City Council
City of Florence, Kentucky

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of City
of Florence, Kentucky, as of and for the year ended June 30, 2014, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements as listed in

the table of contents.
Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America, this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error,

Auditor’s Responsibility

Qur responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Govemnment
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures fo obtain audit evidence about the amounts and
disclosures in the financial stafements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control.  Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.



Opinions

in our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activilies, each
major fund, and the aggregate remaining fund information of the City of Florence, Kentucky, as
of June 30, 2014, and the respective changes in financial position, and, where applicable, cash
flows thereof for the vear then ended in accordance with accouniing principles generally
accepted in the United States of America.

Cther Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis and budgstary comparison information on pages 13 and
53 be presented to supplement the basic financial statements. Such information, aithough not a
part of the basic financial statements, is required by the Governmental Accounting Standards
Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures 1o the required supplementary information in accordance with
auditing standards generally accepted in the United Stales of America, which consisied of
inguiries of management about the methods of preparing the information and comparing the
information for consistency with management’'s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express as opinion or provide any
assurance.

Othear Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Florence, Kenfucky's basic financial statements. The
intfroductory section, combining and individual budget and actual nonmajor fund financial
statements, and statistical section, are presented for purposes of additional analysis and are not
a reguired part of the basic financial statements.

The combining and individual budget and actual nonmajor fund financial statements are the
responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic financiat statements. Such information
has been subjected {o the audiling procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such
information directly to the undarlying accounting and other records used {o prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the combining and individuai budget and actual nonmajor fund
financial statements are fairly stated in all material respects in relation to the basic financial
statements as a whole.

The infroductory and statistical sections have not been subjected o the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.
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Other Reporting Required by Government Auditing Standards

in accordance with Government Auditing Standards, we have also issued our report dated
September 12, 2014, on our consideration of the City of Florence, Kentucky's internal control
over financial reporting and on our tests of its compliance with certain provisions of laws,
reguiations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards considering City of Florence, Kentucky's internal control
over financial reporting and compliance.

RANKIN, RANKIN & COMPANY

Ft. Wright, Kentucky
September 12, 2014

(A
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ADMINISTRATIVE DEPARTMENT

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)

As management of the City of Florence, we offer readers of the city's financial
statements this narrative overview and analysis of the financial activities of the City of
Florence, Kentucky for the vear ended June 30, 2014. We encourage readers to
consider the information in conjunction with the letter of transmittal, which can be found
on pages 1-4 in this report.

Financial Highlights

The assets of the City exceeded its liabilities at the close of the most recent year by
$168,298,055 (net position). Of this amount, $79,645,053 (unrestricted net position)
may be used to meet the government’s ongoing obligations to citizens and creditors,

As of the close of the current fiscal year, the City's governmental funds reported a
combined ending fund balance of $57,413,132. This was an increase of $6,760,235
comparison to the pricr year. The increase was mainly the result of the City's general
operating fund,

At the end of the current fiscal year, unassigned fund balance for the general fund was
$42,361,680, or 147.89% of total general fund expenditures, transfers and other
expenditures.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the City's
basic financial statements. The basic financial statements encompass three
components: 1) government-wide financial statements; 2) fund financial statements;
and 3) notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements. These two statements report
the City's net assets and changes in them.

Government-wide financial statements, The government-wide financial statements
are designed to provide readers with a broad overview of the City's finances, in a
manner similar to a private-sector business.

The statement of net position presents information on all of the City's assets, liabitities
and deferred inflows/cutflows of rescurces, with the difference being reported as net
position. Over time, the increases and decreases in net position may serve as a useful
indicator of whether the City's financial position is improving or deteriorating. Other
nonfinancial factors such as changes in the City's property tax base and the condition
of the City's infrastructure will also assist in assessing the overall financial health of the
City.

The statement of activities presents how the government's net position changed during
the most recent fiscal year. All changes in net position are reported as soon as the
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underlying event giving rise to the change occurs, regardless of the timing of cash
flows. As a result, revenues and expenses are reported in this statement for some
items that will only result in cash flows for future fiscal periods (e.g., unccllected
revenue and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that
are principally supported by taxes, license fees and intergovernmental activities which
are considered governmental activities, from those functions that are intended to cover
all or a significant portion of their costs through user fees and charges which are
considered business-type activities. The governmental activities include most of the
City's basic services. These include but are not limited to police, fire, street
maintenance, parks and recreation, and general administration. The business-type
activities include the City's water and sewer service operations and the golf course
operations,

The government-wide financial statements include not only the City of Florence itself
(known as the primary government), but also the City of Florence Municipal Properties
Corporation for which the City is financially accountable.

The government-wide financial statements can be found on pages 24 and 25 of this
report.

Fund financial statements. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities and
objectives. Some funds are required to be established by State law. However, the City
Councit establishes many other funds with specific sources of revenue to help it contro
and manage money for particular purposes (i.e., Infrastructure Fund and Aquatic
Center Fund) or to show that it is meeting legal responsibilities for grant and restricted
funds (i.e., Municipal Aid Fund and Asset Forfeiture Fund)., All funds of the City can be
divided into three categories: governmental funds, proprietary funds and fiduciary
funds. The City's two kinds of funds, governmental and proprietary, use different
accounting approaches.

Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial
statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on how money flows into and out of those funds and
the balances left at year-end that are available for spending. The governmental fund
statements provide a detailed short-term view of the City's general government
operations and the basic services it provides. Governmental fund information helps to
determine whether there are more or fewer financial resources that can be spent in the
near future to finance the City's programs.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for the
governmental funds with similar information presented for governmental activities in the
government-wide financial statements. By doing so, readers may better understand the
long-term impact of the government's near-term financing decisions. Roth the
governmental fund balance sheet and the governmental fund statement of revenues,
expenditures and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.
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The City of Florence maintains four individual governmental funds. Information is
presented separately in the governmental balance sheet and in the statement of
revenues, expenditures and changes in fund balances for the general fund which is
considered to be a major fund. Data from the other three governmental funds are
combined into a single, aggregated presentation. Individual fund data for each of these
non-major governmental funds is provided in the form of combining statements
elsewhere in this report,

The City adopts an annual appropriated budget for its general fund. A budgetary
comparison statement has been provided for the general fund to demonstrate
compliance with this budget,

The basic governmental financial statements can be found on pages 26-28 of this
report,

Froprietary funds. The City maintains two different types of proprietary funds.
Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. The City uses enterprise funds
to account for its water and sewer service operations and the golf course operations.
Internal service funds are an accounting device used to accumulate and allocate costs
internally among the City's various functions. The City uses an internal service fund to
account for its health and dental costs.

Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. The proprietary fund financial statements
provide separate information on the water and sewer service and the golf course
operations, both of which are considered major funds of the City of Florence. Since
there is only one internal service fund, separate information is provided.

The basic proprietary fund financial statements can be found on pages 29-31 of this
report.

Notes to the financial statements. The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund
financial statements.

The notes to the financial statements can be found on pages 33-51 of this report.

Other information. In addition to the basic financial statements and accompanying
notes, this report also presents certain required supplementary information. The
budgetary comparison schedules and combining statements and schedules can be
found on pages 53-80 of this report.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a
government’s financial position. In the case of the City of Florence, assets and deferred
outflows of resources exceeded liabilities by $168,298,055 at the close of the most
recent year,

The largest portion of the City's net position (62.53 percent) reflects its investment in
capital assets (e.g. land, buildings, machinery and equipment), less any related debt to
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finance those assets that is still outstanding. The City uses these capital assets to
provide services to its citizens; consequently, these assets are not available for future
spending. Although the City's investment in its capital assets is reported net of reiated
debt, it should be noted that the funds needed to repay this debt must be provided from
other sources, since the capital assets themselves cannot be used to liquidate these
Hiabilities.

For the years ended June 30, 2014 and 2013 net position changed as follows
(amounts in thousands):

Governmental Activities Business-ype Activities Total
2014 2013 2014 2013 2014 2013
Current and other
assets $ 72826 § 64975 % B8553 & 8799 § 82379 § 73,774
Capital agsels, net 81,327 80,511 30,133 30,519 111,460 111,030
Total assets 154,153 145 486 39,686 39 318 193,839 184,804
Total deferred outflows :
of resources 488 518 359 434 847 g62
Other fabilities 2,862 2,828 1,528 1,458 4,491 4,287
L.ong-term liabilities 19,140 20,134 2,757 3,301 21,8897 23,435
Total Habilities 22,102 22 962 4,286 4,760 26,388 27722

Net position,
invested in capital
assets, net of debt 61,572 59,736 26,833 26,694 88,405 86,430
Restricted - - 248 248 248 248
Unrestricted 70,967 ‘63,306 8,678 8,050 79,645 71,355

Total net position $ 132,839 & 123041 $ 35759 § 34992 $ 168298 § 158,033

An additional portion of the City’s net position (1 percent) represents resources that are
subject to external restrictions on how they may be used. The remaining balance of
unrestricted net assets ($79,645,053) may be used o meet the government's angoing
obligations to its citizens and creditors.

At the end of the current fiscal year, the City was able to report positive balances in all
three categories of net assets, both for the government as a whole, as well as for its
separate governmental and business-type activities. The same situation held true for
the prior fiscal year.

Net position of the City increased 6.49% or $10.3 million during the current fiscal year.

The increase was mainly attributed to the growth in the revenue line items outpacing
the growth in operating and contractual expenses,
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Governmental Activities

Business-type Activties

2014 2013 2014 2013

Revenues:
Program revenues:

Charges for sendces 3 4,403,931 % 4,584 681 % 9692474 § 9,567,303

Operating grants and

contributions 688,046 2,131,843 - -

Capital grants 1,113,782 733,782 - -
General revenues:

Taxes 29,246,154 28,908,602 -

Other 848,395 544 333 23,111 22 544

Total revenues 36,300,308 36,903,241 9,715,585 9,586,847

Expenses:

Administration 3,417,382 4,034,351 - -

Police 7,147,127 7,303,391 - -

Fire 6,041,934 6,135,805 -

Public senices 9,387,336 8,318,012 - B

interast on long-term debt 708,212 755,071 199,149 198,661

Loss on disposal of assets - - - -

Water and sewer sendces - - 7,601,387 7,493,012

Golf Courge - - 1,248,740 1,181,661
Total expenses 26,702,991 26,644 330 9,049,278 8,883,334
Increase in net position before

transfers and other expenses 9,597,317 10,358,811 666,308 706,813
Transfers (100,000) {100,000} 100,000 100,000
Increase in net position 9,497 317 10,258,811 766,308 806,513
Net position - July 1 123,041,822 112,782,911 34,992,607 34,186,094
Nef position - June 30 $ 132,538,139 § 123,041,822 3 35,758,916 $§ 34,992,607

Governmental activities. Governmental activities increased the City's net position by
$9.5 million, thereby accounting for 92.53% of the total growth in net position. Key
elements of this growth are as follows:

» Taxes increased slightly over fiscal year 2013. The payroll tax position
increased by $237,000 during 2014 as a result of slightly improved economic
conditions and economic development. However, in 2014, the sales growth
rebound leveled off and occupational license fees decreased by $124,882.
Another revenue increasing as a result of the improved economic conditions
was the insurance premium tax. It increased by $176,274. The City’s property
tax revenues increased slightly due to collections. The property tax revenue



increased by $113,363 despite relatively no increases in the assessed values
and not raising of the tax rate for the fifth straight vear in a row. Capital grant
revenue increased by $380,000 as a result of the grants for various road and
sidewalk projects. However, operating grant revenue decreased by $1,443,797.

= There was a slight increase of $158,661 for governmental activities due to the
increase in wages and benefit costs,

Revenues by Source - Governmental Type Activities

Charges for

Services
$4,403,931 Operating
12% Grants and

Contributions
$688,046
2%

Other $848.395
2%

o
T
.Capitat Grants
;< and
A Contributions
“““““ $1.113,782
\ 3%

$29,246,154
81%

Business-type activities. Business-type activities increased the City's net position by
$766,309, accounting for 7.47 percent of the total growth in the government's net
position. Key elements of this increase are as follows;

= In reviewing the net {expense)/revenue, the water and sewer sales and service
function showed net income for the year of $792,383. The income was
attributable io operations due to a four percent increase in rates implemented
on April 1, 2013. In addition, expenses increased by $110,347 higher wage and
benefit costs along with an increase in water purchasing costs.

e The goif course fund showed a net loss for the year of $26,054 as a result of
operations. The loss was the result of an increase in revenues of $20,421 being
offset by an increase in operating expenses of $57,079 due to yearly cost
increases and an aging facility. In addition, an operating transfer was made
during the year as a result of the ongoing debt service commitments.
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Revenues by Source - Business Type Activities

Sewer Charges _
22.71%

_Golf Course
12.52%

Other Charges
2.67%

Transfers
1.02%

Water Charges
61.07%

Financial Analysis of the Government’'s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compiiance
with finance-related tegal requirements,

Governmental funds. The focus of the City's governmental funds is to provide
information on near-term inflows, outflows and balances of spendable resources. Such
information is useful in assessing the City's financing requirements. In particular,
unreserved fund balance may serve as a useful measure of a government's net
resources available for spending at the end of a fiscal year.

At the end of the current fiscal vear, the City's government funds reported combined
ending fund balances of $57,413,132, an increase of $6,760,235 in comparison with
the prior year. Approximately 79.46 percent of this total amount constitutes unassigned
fund balance, which is available for spending at the government's discretion. The
remainder of the fund balance is classified as nonspendable, committed to or assigned
to indicate that it is not available for new spending because of constraints that have
been placed on the use of these resources for specific purposes either internally or
externally.

The general fund is the chief operating fund of the City. At the end of the current fiscaj
year, unassigned fund balance of the general fund was $42 361,680 while totai fund
batance was $49,834,282. As a measure of the general fund's Hquidity, it may be
useful to compare unassigned fund balance and total fund balance to total fund
expenditures. Unassigned fund balance represents 147.88 percent of total general
fund expenditures and transfers, while total fund balance represents 173.97 percent of
that same amount.
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The fund balance of the City's general fund increased by $3,824,840 during the current
figcal year. Key factors in this growth are as follows:

e Cost cutting measures enacted to offset consistent revenues. Several full-time
personngl positions have continued to not be filled.

« Payroll taxes, property taxes and insurance premium tax made a recovery and
produced results stronger than originally anticipated

s The City enacted payroll and insurance premium tax increases on July 1, 2007
that were part of a long-range plan. This enactment has continued to enable the
City to build reserves,

¢ Operating expenditures are continuing to increase as a result of higher wages,
benefit costs and additional personnel in the fire department.

The municipal aid road/LGEA fund has a total fund balance of $967,268, all of which is
restricted for street improvements and snow removal expenditures. The net increase in
fund balance during the year was the result of a decrease in the dollar amount of street
projects budgeted for the current year. The asset forfeiture fund had an increase in
fund balance of 367,350 as a result of the amount of seized forfeitures received during
the year. The aguatic center fund had a fund balance decrease of $179,112 as a result
of a cool and rainy May and June that affected attendance.

Proprietary funds. The City's proprietary funds provide the same type of information
found in the government-wide financial statements, but in more detail,

Unrestricted net assets of the water and sewer service fund at the end of the year
amounted to $7,654,706 and those for the golf course operations amounted to
$1,023,058. The growth in net position for the water and sewer fund was $792,363 and
the net loss in the golf course fund was $26,054. Other factors concerning these two
funds have already been addressed in the discussion of the City's business-type
activities.

General Fund Budgetary Highlights

Over the course of the year, the City Council revised the general fund budget two
times. The budget amendments were to adjust the beginning fund batlance to actual
and to increase/decrease revenues and expenditures to more closely reflect the
anticipated actual revenues and expenditures for the year based on prior year resuits
and current year deveiopments.

in particutar, during the first amendment, capital line items were adjusted to include
additional carryover amounts from the 2013 budget for projects that were started but
not completed by June 30, 2013, In addition, there were also amounts added to several
expenditure line items for unanticipated repairs and maintenance items that that were
encountered for the Aquatic Center and the Government Center building. The City was
also in the midst of an agreement to provide infrastructure funding to aid the
development of a parcel of land for future development that required an additional
expenditure amount. Al beginning fund balance amounts were adjusted to reflect the
ending balances from the prior June 30 per the audit report.

The second amendment basically adjusted some of the General Fund revenues to
more closely reflect anticipated revised projections and the addition of recently
awarded grant amounts. In addition, the amendment adjusted expenditure line items
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that were affected by the unusual amounts of snowfall, the additional costs of six
firefighters hired under the SAFER grant and the addition of some unexpected capital
expenditures related to grants. Original health and dental claims expenses needed to
be increased as well for an increase in administrative fees and the costs for the newly
opened clinic. The Golf Course Fund revenues and expenses were adjusted to refiect
expected results for the fiscal year,

All of the general fund department's actual results came in under the final budgeted
amounts. All departments were under budget in the salaries, pension costs and health
insurance line items. Travel and training, community relations and supply reductions in
each department also contributed to fower than budgeted amounts. Motor fuel costs
were exceeded in all of the departments due to the increase in the costs. The overall
philosophy implemented in previous years to only make necessary purchases
continues to contributed to lower expenditures throughout the City departments.

The current year budget reiied on the expectation of relatively flat property tax revenue
and slight increases for payroll tax, occupational license fees and insurance premium
tax revenues. The actual results showed a slight decline in occupational license fees,
However, the property tax, insurance premium tax and the payroll tax resulted in higher
than anticipated amounts. Finai actual revenue categories exceeded final budgeted
revenue amounts by $1,.489 933, This was due to the growth in the revenue for the
property tax, payrofl tax, intergovernmental revenues and insurance premium tax,
Actuat expenditures and transfers came in $2,531,204 under the budget amounts due
to the departments monitoring expenditures during the year and some capital projects
not being completed by June 30. As a resuilt of the excess revenues, operational
expenditure controls and capital improvements not being completed, the City ended
the year with a fund balance that was $4,021,137 greater than what was budgeted.

DEBT AND CAPITAL ASSET ADMINISTRATION

Long-term Debt

At year-end, the City had $23,055,000 in outstanding bonds compared to $24,600,000
last year. That is a decrease of $1,545,000 or .28 percent as shown in the following
table:

Governmental Business-type
Activities Activities Totals
2014 2013 2014 2013 2014 2013

Bonds payable

Obtigations

{backed by

fee revenues) § . 3 - $§ 2,230,000 3 2,430,000 § 2,230,000 § 2.430,000
Bonds payable

{backed by city} 19,755,000 20,775,000 1,070,000 1,398,000 20,825 000 22,170,000
Totals $ 19,755,000 & 20775000 § 3,300,000 3B 3,825,000 § 23,058,000 § 24,600,000
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Additional information on the City's long-term debt can be found in Note E on pages
43-48 of this report,

Capital Assets

At June 30, 2014, the capital assets amounted fo $226 million invested in capital
assets which include land, water and sewer systems, equipment, vehicles, buildings,
park facilities, roads and sidewalks. This represents a net increase of $5.2 million, or
2.35 percent, over last year due to the investment in street projects, storm water
projects, a new fire substation and water and sewer infrastructure improvements. The
increase can also be attributed to the replacement of vehicles and equipment during
the fiscal year,

Governmental Business-type
Activifies Activities
2014 2013 2014 2013

Not being depreciated.
Land $ 10602452 $ 10802492 § 4785542 § 4,785 542
Construction in progress 458,386 510,885 - -
Other capital assets

being depreciated:
fmorovements 17,852,446 17,150,450 581,169 581,199
Water and sewer system 43,355,488 42,133,077
Infrastructure 106,427,579 105,922,804 . -
Buildings 23,338,855 20,430,757 4,200,497 4,200,497
Computer upgrade - - 56,396 56,396
Water meters - - 1,604,669 1,585,440
Machinery and equipment 4 198 234 4,074,306 1,807,465 1,890,644
Vehicles 6,144,039 6,332 325 966,519 995 412

Subiotal 169,023,031 165,024,019 57 457 775 56,228,207

Accumulated

depreciation (87,696 181) (84 512 519) (27,324,168) (25,709,168}
TOTALS $ 81326850 § BO511500 § 30,133607 $ 30,519,038
This year's major additions included:
Business-type activities:
Water and sewer system improvements paid for with system revenues $ 1,285,745
Governmenial-type activities:
The purchase of equipment and vehicles with general fund revenues. 5,467 879
improvements and street projects paid for with state and federal grant funds

and general fund revenues. 340,479

$ 7,084 103
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Additional information on the City's capital assets can be found in Note D on pageas 42-
43 of this report,

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The upcoming budget brings with it a continuing conservative approach for the revenue
amounts. The City of Florence has experienced some economic growth during the last
two years and seems to have had a slight recovery in the areas of payroll tax and
insurance premium taxes during the current fiscal year. The City has been successful
in dealing with budget realities in a positive manner to remain financially sound. The
budget for the 2015 fiscal year calls for core revenues remaining consistent with actual
results for fiscal year 2014. it is anticipated that property tax revenue will remain
constant with the level experienced during the prior fiscal year and that Council will not
adopt a property tax increase for the fifth year in a row. The City expects slight growth
in the remainder of the core revenue line items. The City has taken an extremely
conservative approach to our expenditures to be able to continually provide the highest
level of service for the residents. The City will once again reinforce the philosophy
about only purchasing that which is deemed to be a necessity. The anticipated slow
growth in the community is expected to continue until the economic situation turns
around over the next couple of years. The rising cost of all types of insurance, including
liability, workers compensation, and health and dental continues to be an annual
struggie. In addition, heaith care reform costs, state mandated retirement contributions
and rising motor fuel and utility costs are continuing to increase the annual growth of
the City's expenditures. The City is constantly looking for ways to operate the
depariments more efficiently and effectively. In addition, some changes have been
made to the employee benefits to assist in curtailing personnel cost increases in the
future.

Funds have been identified in the budget for the partial construction of infrastructure on
a 65 acre site designated for retail development. This site wili host a Menard’s, Costco
and several other retail and dining establishments.

The City continues to implement its annual plan to upgrade the City's infrastructure.
Contractors were hired and are replacing certain sidewalks and curbs and are repaving
City streets. The City has continuing plans to upgrade the water and sewer system as
well as the storm water infrastructure during the upcoming year.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and
creditors with a general overview of the City’s finances and to show the City's
accountability for the money it receives. If you have questions about this report or
need additional financial information, contact the Administrative Office or the
Department of Finance at 8100 Ewing Boulevard, Florence, Kentucky.

Richard J. Lunnemann Linda J. Chapman CPA
City Coordinator rinance Diregtor
ﬂd{ ﬁi» %{/sﬂ‘ ﬂb&i»FWVWM gt/“waﬂ.a ) - CK"JZ’W
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CITY OF FLORENCE, KENTUCKY

Statement of Nef Position
June 30, 2014

ASSETS
Cash and cash eguivalents
Investments
Receivablas:
Property taxes
Intergovernmental
Accrued interest
Accounts
Internat balances
fnventories
Prepaids
Restricted cash and cash eguivalents
Capital assets(net of accumulated depreciation)
Land
Construction in progress
Systems
Improvements
Infrastructure
Buildings
Machinery and equipment
Water meters
Vehicles
Total assets

DEFERRED QUTFLOWS OF RESOURCES
Deferred charges on refunding
Total deferred outflows of resources

LIABILITIES
Accounis payable
Accrusd liabilities
Accrued interest payable
Unearned revenue
Customer deposits
General obligation bonds payable - current
Revenue bonds payable - current
Compensated absences - current
Compensated absences
General obligation bonds payable
Revenue bonds payable

Total liabilities

NET POSITION
Invested in capital assets, net of related debt
Restricted for debt service
Unrestricted
Total net position

Primary Government

Governmenial Business-type
Activities Activities Total

50,0587 216 6,823,893 % 56,881,109
16,401,782 - 16,401,782
102,917 - 102,917
448,067 - 419,067
89,181 - 88 181
5,189,308 1,650,086 5,838,374

21,307 {21,307} -
156,243 230,148 386,392
387,636 54,673 442 309
1,928 794,260 796,176
10,602,492 4,785,542 15,388,034
459,386 - 459,386
- 20,631,404 20,631,404
10,528,204 259,638 10,788,842
42,475,100 - 42,475,100
14,798,704 3,449,275 18,248,978
1,309,801 - 1,308,801
- 858,477 888,477
1,151,163 148,317 1,299,480
164,153,433 39,664 377 193,817,810
488,123 359,525 847 648
458,123 359 525 847 648
725,373 408,963 1,134,338
316,233 158,308 475,542
110,564 32,444 143,008
45,001 - 45,001
- 281,778 261,776
865,000 340,000 1,305,000
- 210,000 219,000
800,000 85,000 895,000
350,248 7,484 357,740
18,780,000 730,000 18,520,000
- 2,020,000 2,020,000
22,102 417 4 264 986 26,367,403
81,871,850 26,832,853 88,404,503
- 248,499 248,499
70,967.289 8,677,754 79645 053
132,630,139 &  35/58,916 $ 168,298 055

The notes to the financial statements are an integral part of this statement.
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CITY OF FLORENCE, KENTUCKY

BALANCE SHEET
GOVERNMENTAL FUNDS

June 30, 2014

ASSETS

Cash and cash eguivalents

investments
inventoriss
Receivabies:

Property taxes
Intergovernmentai
Accrued interest

Accounts
Prepaids

Due from other funds
Restricted assets:

Cash
Tolal assetls

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable
Acerued labilities
Deferred revenue

Tetal Habilities
DEFERRED INFLOWS OF RESOURCES

Unavailable revenue-property taxes
Total deferred inflows of rescurces

Fund balances:

Nonspendable:
Inveniories

Frepaids
Restricted:

Street resurfacing
Committed {o:

Economic stabilization

Equipment replacemeant

Assigned to:

Capital projecis
Law enfor¢ement
Aguatic center

Unassigned:

Totai fund balances
Total Habilities and fund balances

Total governmental fund balances

Amounts reparted for governmental activities in the statement of net

position are different because:

Capitat assets used in governmental activities are not financia
resoureas and, therefore, are not reported in the funds,

net of accumulated depreciation $87.696,181

Other long-term assets are not available to pay for currant-period
axpenditures and therefore are deferred in the funds.
An intarnal service fund is used by management to ¢harge certain costs such as

health and dental insurance o certain funds, The assets and liabilities

of the internal service fund must be added o the statement of nat assets.

Accrued interest payable on fong-term dabt

Costs of issuance of debt, pramiums and discounts are currantly expensed for governmental
funds and are carried as deferred charges in the statement of net assets.

Long-term liabilities, including notes payable, are nof due and pavable
in the current period and thereforg are not reported in the funds:
Accrued absences payable
Bonds and leases payable

Net position of governmental activities

Qther Total
Govemmental Governmental
General Fyunds Funds

28,262 468 § 7.408,978 §% 35,669,446
16,401,782 - 16,401,782
84,966 71,277 156,243
102,017 - 102,917
303,084 115,983 419,087
89,181 - 89,181
5,170,243 19,085 5,189,308
387,638 - 387,638
(1,204) 22,991 21,787
1,826 - 1,828
50,802,999 7,836,294 § 58,438 293
504 566 67 444 § 562,010
316,233 - 316,233
45,001 - 45,001
865,800 57 444 923,244
102,817 - 102,917
102 817 - 102,817
84,066 T1.277 156,243
387,638 - 387,636
- 855,091 805,991
5,000,000 5,000,000
2,000,000 - 2,600,000
- 1,500,000 1,500,600
- 410,230 410,230
B 1,444 521 1,444,521
42,361,680 3,256,631 45,618,511
49 834,282 7,578,850 57,413,132
50,802,989 7,636,294 § 58,436,283
57,413,132
£1,326,850
102,917

14,223,927

{110,564}

488,123

{1,150,246)

(19,755,000)

5 132,538,138

The notes fo the financial statements are an integral part of this statement.
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CITY OF FLORENCE, KENTUCKY

STATEMENT OF REVENUES, EXF‘ENDITURES AND CHANGE§ IN F’UND BALANCES

GOVERNMENTAL FUNDS
For the Year Ended June 30, 2014

REVENUES

Taxes

Licenses and permils
Intergovemmental
Fines and forfeitures
Charges for services
Uses of property
Interest
Miscellaneous

Total revenuses

EXPENDITURES
Current;
Administration
Police
Fira
Public services
Debt service;
Principal
Interest
Total expendituras
Excess(deficiency) of revenues
over(under) expendiures

OTHER FINANCING SQURCES(LUISES)
Transfers in
Transfers out

Totatl other financing sources and uses
Net change in fund balances

Fund balances - beginning

Fund balances - ending

Cther Total
Governmental Governmental
General Funds Funds

$ 7,884,360 & - 7,884,360
19,202 358 2,289,901 21,682 259
1,030,027 771,801 1,801,828
197,803 - 197,803
3,452,188 753,840 4,206,128
- 98,394 98,364

492 161 17.374 509,535
120,386 285 120,881
32,460,283 3,831,705 38,400,088
2,402 107 . 2,402,107
7.437 084 32,166 7,469,250
6,188,391 . 6,188,381
8,981,787 2,786,144 11,770,031
1,020,000 - 1,020,000
690,074 - 690,074
26,719,443 2,821,310 28,540,753
5,749,840 1,110,395 6,860,235
~ 1,825,000 1,825,000
{1,825,000) - {1,828,000)
{1,825,000) 1,825,000 {100,000)
3,824,840 2,835,395 B,760,235
46,000,442 4,643,455 50,652,897
% 49 834282 % 7,578 850 57,413,132

The notes to the financial statements are an integral part of this statement.
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CITY OF FLORENCE, KENTUCKY
RECONCHJATION OF THE STATEMENT OF REVENUES, EXPENQI TURES AND
CHANGES IN FUND BALANCES OF GOV&RNMENTAL FUNDS TO THE

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2014

Net change in fund balances-total governmental funds 3 6,760,235

Amounts reported for governmental activifies in the statement of
activities are different hecause:

Governmental funds report capital outtays as expenditures.
However, in the statement of activities, the cost of those assets
is allocated over their estimated useful lives as depreciation expense:

Capital asset purchases capitalized 5,808,358
Depreciation expense {4,849, 587)
Change due to fixed agset retirements {18,186)

Revenues in the statement of activities that do not provide current fin-
ancial resources are not reporied as revenues in the funds. This is
the change in the amount through the year. (20,002)

Government funds report the effect of issuance cost, premiums, discounts
and similar items when the debt is first issued, whereas these amounts
are deferred and amortized in the statement of activities, (30,308)

Repayment of bond and lease principal is an expenditure in
the governmental funds, but the repayment reduces long-term lia-
bilities in the statement of net assets. 1,028,000

Accrued interast on long-term debt is reporied in the government-wide
financial statements and not reported in the governmental funds. This
is the change in the amount of interest accrued through the year. (11,1713

An internal service fund is used by management to charge the costs

of certain activities, such as health and dental insurance to individual

funds. The net revenues{expenses) of the internal service fund

is reported with governmenta! activities. 867,202

Some expenses reported in the statement of activities do not require
the use of current financial resources and therefore are not reported

as expenditures in governmental funds such as compensated absences. {29,123}
Change in net position of governmental activities 3 9,497 317

The notes to the financial statements are an integral part of this statement.
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CITY OF FLORENCE, KENTUCKY

STATEMENT OF NET POSITION

PROPRIETARY FUNDS
June 30, 2013

ASSETS
Current assets;
Cash and cash equivalents
Accounts receivable
Inventories
Prepaids
Total current assets

Noncurrent assets;
Restricted cash and cash equivalents
Capital assets (net of accumulated
depreciation)
Land
Improvements
Systems and equiprment
Water meters
Building
Vehicles
Total noncurrent assets

Total assets

DEFERRED QUTFLOWS OF RESQURCES
Deferred charges on refunding
Total deferred outflows of resources

LIABILITIES
Current liabilities:
Accounts payable
Accrued fiabilities
Compensated absences
Accrued interast payable
Pue to other funds
Customer deposits
Bonds payable-current
Total current liabilities
Noncurrent liabilities:
Compensated absences
General obligation bonds payable
Revenue bonds payable
Total noncurrent liabilities

Total Habilities

NET POSITION
Invested in capital, net of related debt
Restricted for:
Debt service
Unrestricted

Total net position

The notes to the financial statements are an integral part of this statement,

Governmental
Business-type Activities-Enterprise Funds Activities
Water and Health
Sewer Golf Total and
Service Course Current Year Dentai
5897594 § 926,280 % 6,823,803 § 14,387 770
1,649,068 1,000 1,850,066 -
156,029 74,120 230,149 -
48,429 6,244 54,873 -
7,751,118 1,007 683 8,758,781 14,387,770
794,250 - 784 250 -
- 4,785 542 4,785,542 -
- 259638 259,638 -
20,286,921 344 483 20,631,404 -
B58 477 - 858,477 -
4,783 3,444 512 3,449,275 -
148 317 - 148,317 -
22,092,728 8,834,175 30,928,903 -
29,843,848 9,841,838 38,685,684 14,387 770
228,744 130,781 350 525 -
228,744 130,781 354 575 -
379,002 29871 408,963 163,383
85,497 73,812 158,309 -
95,000 - 95,000 -
20,741 11,703 32,444 -
21,307 - 21,307 480
261,776 - 261,776 -
210,000 340,000 550,000 -
1,073.413 455 386 1,528,799 163,843
7,494 - 7,494 -
- 730,600 730,000 -
2,020,060 - 2,020,000 -
2,027 494 730,000 2,757 494 -
3,100,907 1,185,386 4,286,283 163,843
19,068,478 7,764,175 25,832,653 -
248,489 - 248 499 -
7,654 706 1,023,068 8,677,764 14,223,927
268971683 $ B, 787,233 $ 35758916 & 14,223,927
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CITY OF FLORENCE, KENTUCKY

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET F’QSITION

PROPRIETARY FUNDS
For the Year Ended June 30, 2014

Govermnmental
Business-type Activities-Enterprise Funds Activities
Water and Health
Sewer Golf Totals and
Service Course Current Year Dentat
OPERATING REVENUES
Charges for sales and services:
Water fees ¥ 50980608 % - % 5,980,608 % -
Sewer charges 2,223,988 - 2,223,899 -
Penalties 118,989 - 118,989 -
Tap in fees 41,517 - 41,517 -
Meter installations 24,982 - 24,882 -
Other service charges 51,820 . 51,620 -
Golf course revenueas - 1,228,209 1,226,209 -
Other services - - 2,684 846
Miscellaneous 24 580 . 24,580 -
Total operating revenues 8,466,265 1,228,200 9,602 474 2,684 849
OPERATING EXPENSES
Cost of sales and services 6,238,999 824,525 7,163,524 1,817,647
Loss on disposal of property 12,241 - 12,241 -
Depreciation 1,350,147 324,215 1,674 382 -
Total operating expenses 7,601,387 1,248,740 8,850,127 1,817,647
_NET OPERATING INCOME(LQSS) 864 878 (22,531) 842 347 867,202
NON-OPERATING REVENUES
interest income 20,115 2,996 23,111 30,632
interest expense {02,630) (106,519) (199,148) -
Total non-operating income {72,515) (103,523) (176,038} 30,632
Transfers - 100,000 100,000 -
NET INCOME 792,363 (26.054) 766,300 867,834
NET POSITION-BEGINNING OF YEAR 26,179,320 8,813,287 34,992 607 13,326,003
NET POSITION-END OF YEAR $ 28971683 % 8787233 § 357589168 § 14,223,927

The notes to the financial statements are an integral part of this statement.
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CITY OF FLORENCE, KENTUCKY
STATEMENT OF CASH FLOWS '

FROPRIETARY FUNDS
For the Year Ended June 30, 2014

Cash flows from operating activities,
Cash recelved from customers
Cash paid to suppliers
Cash paid to employaes
Net cash from{used by) operating sctivities

Cash flows from noncapital financing activities,
Transfer from other funds
Net cash from(used by) noncapital financing activitias

Cash flows from capital and related financing activities,
Agcquisition of capital assets

Amortization of issuance costs

Interest paid on capital debt

Principal paid on dabt

Net cash from(used by) financing activitias

Cash flows from investing activities:
interest incorne
Net cash provided by investing aclivities

Met increase(decrease) in cash

Cash at beginning of year

Cash at end of year

Reconciliation of operating income to net cash used

by operating activities:

Oparating income(loss)

Adjustments to reconcile operating income
o net cash orovided{used)} by
opgrating activities:
Depreciation expense

Changes in assets and liabitities:
Decrease(increase) in accounts receivable
Decrease{increase) in prepaid expenses
Decrease{intrease) in inventory
Increase{decraase) in accounts pavabls
Increase({decrease) in accrued liabilities
Increase(decrease) in due o other funds
increase{decreass) in customer deposits

Net cash used by operating activities

Noncash investing, capital and financing activities:

Increase in fair value of investments
Borrowing under capital lease
Contributions of capital assets from government

2

Governmental
Business-type Activities-Enterprise Funds Activities
Watar and Health
Sewer Golf Totals and
sarvice Course Current Year ental
8,335923 & 1,220.208 % 9,565,132 % 2,684,849
(4,080,733 (BB7T,338) (4,648,069} (1,683,917)
(2,262,714) (356 ,253) (2,618,967) -
2,012,476 285,820 2,288,096 1,000,832
. 100,000 100,000 -
- 100,000 104,000
(1,292,577) (16,821} (1,308,398} -
25,896 49,044 74,940 -
(64,588) (110,0674) {174,660} -
£200,000) (325,000} (525,000
(1,534,267) (402 ,851) {1,934,118) .
20,1158 2,896 23,111 30,632
20,115 2,896 23111 30,632
501,324 {14,235) 487,089 1,031,564
6,090,520 540,534 7,031,054 13,356,206
6,591,844 % 526,208 § 7,518,143 § 14,387,770
854,878 § (22,531} § 842,347 & 867,202
1,350,147 324215 1,674,362 -
{130,342) 3,000 {127,342) -
205 380 585 -
20) (21,088 {21.109)

{35,659) 785 (34.874) 133,250
(16,065) 850 (15,215) 480
2,714 - 2,714 -
(23,362} . {23,382) -
2012476 3% 2085620 § 2298086 § 1,000,932

The notes fo the financial statements are an integral part of this statement.
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CITY OF FLORENCE, KENTUCKY

NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE A-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the City of Florence, Kentucky, have been prepared in
conformity with generally accepted accounting principles (GAAP) as applied to government
units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. The significant
accounting policies of the City are described below.

Financial Reporting Entity

The City of Florence is a municipality operating under a Mayor/Council form of government.
Legislative authority is vested in the six City Council members. As required by accounting
principles generally accepted in the United States of America, these financial statements
present the government and its component units, entities for which the government is
considered fo be financially accountable. Blended component units, although legally separate
entities are, in substance, part of the government's operations and so data from these units are
combined with data of the primary government. Each blended component unit of the City has a
June 30 year end. The component units discussed below are included in the City's reporting
entity because of the significance of its operational and/or financial relationship with the City.

Included within the Reporting Entity:

City of Florence Municipal Properties Corporation

The City of Florence Municipal Properties Corporation was formed to act as an agent and to be
instrumental in the financing of public improvements and projects of a capital nature for the City
and for the particular purpose of acquiring real estate located within the City and constructing,
acquiring and equipping thereon capital improvements, facilities, buildings, structures and
refated appurtenances. The Corporation finances these projects by the issuance of debt.
These debt issues are secured by (1) first mortgage liens on the projects, and (2) lease and
option agreements between the Corporation and the City, the construction agreements and
pledged receipts. The lease and option agreements require the City to pay rental from specified
revenues, on a yearly basis with the option to renew each year, If the City renews the lease
from year-to-year, and pays the rentals for each year as stipulated, and when the Corporation
has fully paid and retired all the bonds, the Corporation agrees it will convey the properties to
the City free and clear.

Government-wide Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement
of changes in net assets) report information on all of the nonfiduciary activities of the primary
government. For the most par, the effect of interfund activity has been removed from these
statements. Governmental activities, which are normally supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to
a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which direct expenses of a given
function or segments are offset by program revenues. Direct expenses are those clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use or directly benefit from goods, services or privileges
provided by a given function or segment, and 2) grants and contributions that are restricted to

33




CITY OF FLORENCE, KENTUCKY

NOTES TO FINANCIAL STATEMENTS
June 30, 2044

meeting the operationai or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as general
revenues.

Amounts paid to acgquire capital assets are capitalized as assets in the government-wide
financial statements, rather than reported as an expenditure. Proceeds of long-term debt are
recorded as a liability in the government-wide financial statements, rather than as an other
financing source. Amounts paid to reduce long-term indebtedness of the reporting government
are reported as a reduction of the related liability, rather than as an expenditure.

Measurement focus, basis of accounting and financial statement presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting as are the proprietary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities of
the current period. For this purpose, the government considers revenues to be available if they
are collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.

Property taxes, payroll fees, insurance license fees, occupational license fees and interest are
all considered to be susceptible to accrual and have been recognized as revenues in the current
fiscal year. Ali other revenue items are considered recorded as revenue when the funds have
been received,

The government reports the following funds of the financial reporting entity:

The general fund is the government's primary operating fund. [t accounts for all financial
resources of the general government, except for those required to be accounted for in another
fund.

The municipal aid road/LGEA fund is used to account for funds received from the state for road
improvements and snow removal,

The infrastructure fund is used to account for a designated portion of payroll taxes, storm water
fees and grants to be used for the annual repairs to the City road infrastructure and storm water
lines,

The asset forfeiture fund accounts for all funds received from seized assets and purchases
made with those funds.

The aquatic center fund is used to account for the operations of the City's pool facility.
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Proprietary funds distinguish operating revenues and expenses from non-operating revenues
and expenses. Operating revenues and expenses generally result from providing services in
connection with a proprietary fund’s principal ongoing operations. All revenues and expenses
not meeting this definition are reported as non-cperating revenues and expenses. The City
applies all GASB pronouncements and FASB Statements and Interpretations, APB Opinions
and Accounts Research Bulletins issued on or before November 30, 1989, except those that
conflict with a GASB pronouncement.

The government reports the following proprietary funds:

The water and sewer fund accounts for the activities of the government's water and sewer sales
and services to residential and commercial users.

The World of Golf fund is responsible for the operations of the golf course facility.

The City's only internal service fund is the self-insurance fund for the City's health and dental
costs.

Assets, deferred outflows, liabilities and net assets or equity
Cash and Cash Equivalents

Cash and cash equivalents include amounts in demand deposits as well as short-term
investments with an initial maturity date within three months of the date acquired by the City.

The City is authorized by state statute to invest in:

1. Obligations of the United States and of its agencies and instrumentalities.
2. Certificates of deposits.

3. Banker's acceptance.

4. Commercial paper.

5. Bonds of other state or iocal governments.

6. Mutual funds.

Investments

In accordance with Government Accounting Standards Board Statement No. 31 investments
held at June 30, 2014 are recorded at fair value based on quoted market prices.

Property Tax Receivable
Property taxes are levied as of January 1 on property values assessed as of the same date.

The taxes are biled on approximately October 1 and are due and payable on December 31, On
January 1, the bill becomes delinquent and penalties and interest may be assessed by the City.

35




CITY OF FLORENCE, KENTUCKY

NOTES TO FINANCIAL STATEMENTS
June 30, 2014

A lien may be placed on the property on January 1. Total real property tax assessments were
$2,381,540,918 and tangible tax assessments were $310,617,351.

Short-Term interfund Receivables/Payables

During the course of operations, numerous transactions ocour between individual funds for
goods provided or services rendered. These receivables and payables are classified as "due
from/to other funds" on the balance sheet. Short-term interfund loans are classified as “interfund
receivables/payables”.

Inventories

Inventories are valued at cost, which approximates market, using the first-inffirst-out (FIFQ)
method. The costs of governmental fund-type inventories are recorded as expenditures when
consumed rather than when purchased.

Prepaid flems

Payments made fo vendors for services that will benefit periods beyond June 30, 2014 are
recorded as prepaid items.

Capital Assels

General capital assets are those assets not specifically related to activities reported in the
proprietary fund. These assets are reported in the governmental activities column of the
government-wide statement of net assets. Capital assets used by the proprietary fund are
reported in the business type activities column of the government-wide statement of net assets.
The accounting and reporting treatment applied to capital assets associated with a fund are
determined by its measurement focus. General capital assets are long-lived assets of the City
as a whole. When purchased, such assets are recorded as expenditures in the governmental
funds and capitalized (recorded and accounted for). Capital assets are defined by the City as
assets with an initial, individual minimum cost of $1,000 with a useful life in excess of two years.
infrastructure such as streets, traffic signals and signs are capitalized. The valuation basis for
general capital assets are historical costs, or where historical cost is not available, estimated
historical cost based on replacement cost.

Capital assets used in operations are depreciated over their estimated useful lives using the
straight-line method in the government-wide financial statements. Depreciation is charged as
an expense against operations and accumulated depreciation is reported on the respactive
balance sheet. The range of lives used for depreciation purposes for each capital asset class
are as follows:

Buildings 30 years
Building Improvements 10-20 years
Public Domain infrastructure 25-40 years
Vehicles 5-10 years
Office Equipment 3-10 years
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Compensated Absences

It is the government's policy to permit employees to accumulate earned but unused vacation
and sick pay benefits based upon a retirement basis. There is a liability for unpaid accumulated
sick leave since the government does have a policy to pay specified amounts when employees
retire from service with the government. All vacation and sick pay is accrued when incurred in
the government-wide financial statements. A fiability for these amounts is reported in
governmental funds only if they have matured, for example, as a result of employee
résignations or retirements.

Long-Term Obligations

The accounting treatment of long-term debt depends on whether the assets are used in
gevernmental fund operations or proprietary fund operations and whether they are reported in
the governmeni-wide or fund financial statements.

In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities or proprietary fund type statement of
net assets. Bond premiums and discounts, as well as issuance costs, are deferred and
amortized over the life of the bonds,

Long-term debt for governmental funds is not reported as a lability in the fund financial
statements. The debt proceeds are reported as revenue and payment of principle and interest
reported as expenditures. The accounting for the proprietary fund is the same in the fund
statements as it is in the government-wide statements.

Deferred Outflows/inflows of Resources

in addition to assets, the statement of financial position will sometimes report as a separate
section for deferred outflows of resources. This separate financial statement element represents
a consumption of net position that applies to a future period and so will not be recognized as an
outflow of resources (expense/expenditure) until then. The government only has one item that
qualifies for reporting in the government-wide statement of net position. A deferred charge on
refunding results from the difference in the carrying value if refunded debt and its reacquisition
price. This amount is deferred and amortized over the shorter of the life of the refunded or
refunding debt.

In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element represents
an acquisition of net position that applies to a future period(s) and so will not be recognized as
an inflow of resources {revenue} until that time. The government only has one type of item,
which arises only under a modified accrual basis of accounting that qualifies for reporting in this
category. Accordingly, the item, unavailable revenue, is reported only in the governmental funds
balance sheet. The governmental funds report unavailable revenues from one source-property
taxes. These amounts are deferred and recognized as an inflow of resources in the period that
the amounts become available.
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Fund Balance Policies

Net assets is the difference between assets and liabilities. Net assets invested in capital assets,
net of refated debt are capital assets, less accumulated depreciation and any outstanding debt
related to the acquisition, construction or improvement of those assets.

Fund balance of the governmental funds is reported in various categories based on the nature
of any limitations requiring the use of resources for specific purposes. The government itself can
establish limitations on the use of resources through either a commitment (committed fund
balance) or an assignment (assigned fund balance).

In the fund financial statements, government funds report components of fund balance for
amounts that are nonspendable, restricted, committed, assigned or unassigned:

Nonspendable fund baiances arise when resources cannot be spent because of their form and
because resources must be maintained intact.

Restricted fund balances arise when constraints placed on the use of resources are either
externally imposed by creditors (such as through debt covenants), grantors, contributors, or
laws or regulations of other governments or imposed by law through constitutional provisions or
enabling tegislation.

Committed fund balances are those that can only be used for specific purposes pursuant to
constraints imposed by formal action of the government's highest level of decision-making
authority, which, for the City is the Council. The Council can by adoption of an ordinance prior to
the end of the year, commit fund balance. Once adopted, the limitation imposed by the
ordinance remains in place until a similar action is taken to remove or revise the limitation.

Assigned fund balances are those that are intended to be used by the government for specific
purposes, but do not meet the criteria to be classified as committed. Council has authorized the
finance director to assign fund balance though the financial policies and procedures established.
Uniike commitments, assignments generally only exist temporarily. In other words an additional
action of does not normally have to be taken for the removat of an assignment. Conversely,
additional action is essential to either remove or revise a commitment.

Unassigned fund balance is the residual classification for the general fund. The classification
represents fund balance that has not been assigned to other funds and that has not been
restricted, committed or assigned to specific purposes within the general fund.

Fund Balance Flow Assumptions

Sometimes the government will fund outlays for a particular purpose from both restricted and
unrestricted resources (the total of committed, assigned and unassigned fund balance). In order
to calculate the amounts to report as restricted, committed, assigned and unassigned fund
balance in the government fund financial statements a flow assumption must be made about the
order in which resources are considered to be applied. It is the government's policy to consider
restricted fund balance to have been depleted before using any of the components of
unrestricted fund balance. Further, when the components of unrestricted fund balance can be
used for the same purpose, committed fund balance is depleted first, followed by assigned fund
baiance. Unassigned fund balance is applied last.
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Revenues, Expenditures and Expenses

Operating Revenues and Expenses

Operating revenues and expenses for the proprietary fund are those that result from providing
services and producing and delivering goods and/or services, i also includes all revenue and

expenses not related to capital and related financing, non-capital financing or investing
activities.

Expenditures/Expenses

in the government-wide financial statements, expenses are classified by function for both
governmental and business-type activities.

In the fund financial statements, governmental funds are classified as follows:
Governmental funds - by character Current-further classified by function
Debt service
Capital outlay

Proprietary fund — by operating and non-operating

fn the fund financial statements governmental funds report expenditures of financial resources.
Proprietary funds report expenses related to use of economic resources.

interfund Transactions
Interfund services provided/used are accounted for as revenues, expenditures or expenses.
Transactions that constitute reimbursements {o a fund for expenditures/expenses initially made

from it that are properly applicable to another fund, are recorded as expenditures/expenses in
the reimbursing fund and as reductions of expenditures/expenses in the fund that is reimbursed.

Use of Estimates

Management uses estimates and assumptions in preparing financial statemenis. These
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosures
of contingent assets and liabilities, and the reported revenues and expenditures. Actual results
could differ from those estimates.

Date of Management’s Review

Subsequent events were evaluated through September 10, 2014, which is the date the financial
statements were available for review.
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NOTE B-STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

The City follows these procedures in establishing the budgetary data reflected in the financial
statements:

A. In accordance with City ordinance, prior to June 30, the Mayor submits fo the Council, a
proposed operating budget on a basis consistent with generally accepted accounting
principles for the fiscal year commencing the following July 1. The operating budget includes
proposed expenditures and the means of financing them for the upcoming year.

B. By July 1, the budget is legally enacted through passage of an ordinance.

C. The City Coordinator is required by Kentucky Revised Statutes to present a quarterly report
to the Council explaining any variance from the approved budget.

D. Appropriations continue in effect until a new budget is adopted.
E. The Council may authorize supplemental appropriations during the year.

Annual budgets are adopted on a basis consistent with generally accepted accounting principles
for all funds except the capital projects fund, which is not budgeted. Expenditures may rot
legally exceed budgeted appropriations at the department level. Any revisions to the budget that
would alter total revenues of any fund and expenditures of any department must be approved by
the Council; however, with proper approval by the City Coordinator, budgetary transfers within
departments can be made. The Council adopted two supplementary appropriation ordinances.
All appropriations lapse at fiscal year end.

The City Councit has adepted guidelines for maintaining a minimum general fund balance in the
amount of 17% of budgeted operating expenditures and recurring transfers. In either case,
unusual items such as one-time expenditures shall be excluded from the calculation. In addition,
Council has adopted a resolution and established a stabilization fund balance. This fund
balance may oniy be used for operations to pay for expenditures when the unreserved fund
balance falls below the minimum fund balance of 17% of expenditures and recurring transfers.
Each December 31%, Mayor and Council shall determine if any funds are to be transferred to
increase the stabilization fund balance.

NOTE C-DEPOSITS AND INVESTMENTS

As of June 30, 2014, the City had the following investments:

Fair Weighted Average
Value Maturity(Years)
Cash 3 1,821 .
Certificates of deposit 6,120,998 0.75
Government obligations 11,075,039 5.00
Total fair value $ 17,197 958
Portfolio weighted average maturity 3.20
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Interest rate risk. In accordance with the City's investment policy, interest rate risk is limited by
investing in public funds with the highest rate of return with the maximum security of principal.
investments are undertaken in a manner that seeks to ensure preservation of the capital in its
portfelio.

Credit risk. State law limits the types of authorized investment instruments to obligations of the
United States, its agencies, and instrumentalities. In addition, certificates of deposit or bonds of
a bank or the Commonwealth of Kentucky, securities issued by a state or local government or
shares of mutual funds are acceptable investments. The City's investment poficy limits its
authorized investment instruments in these investments to one of the top three highest rated
categories by a nationally rated agency. As of June 30, 2014, the City's investment in
government was rated Aaa by Moody's and AAAm by Standard & Poor's.

Concentration of credit risk. The City may not invest, at any one time, funds in any one of the
above listed categories exceeding twenty percent of the total amount of funds invested on
behalf of the City.

Custodial credit risk — deposits. For deposits, this is the risk that in the event of a bank faiture,
the City’s deposits will not be returned. The City maintains deposits with financial institutions
insured by the Federal Deposit Insurance Corporation (FDIC). As aliowed by law, the
depository bank should pledge securities along with FDIC insurance at least equal to the
amount on deposit at all times. As of June 30, 2014, the City's deposits are entirely insured
and/or collateralized with securities held by the financial institutions on the City's behalf and the
FEIC insurance.

Custodial credit risk ~ investments. For an investment, this is the risk, that in the event of the
failure of the counterparty, the City will not be able to recover the value of its investments that
are in the possession of an outside party. The policy permits investment in U.S. Treasury
obligations and obligations backed by the full faith and credit of the United States and in the
securities issued by certain associations and corporations established by the government of the
United States. The City had custodial credit risk at June 30, 2014 in the amount of $11,075.039
for its government obligations. The related securities totaling this amount are uninsured,
urregistered and held by various Trust departments,
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NOTE D-CAPITAL ASSETS AND DEPRECIATION

Capital assets activity for the year ended Juna 30, 2014 was as follows:

Balance Balance
June 30, Adjustments/ Retirements/ June 30,
2013 Additions Transfers Detetions 2014
Governmental activities:
Not being depreciated:
Land P 10602482 § - % - 3 ¥ 10,602,402
Construction in progress 510,885 2,960,378 (3,041 877) - 450 386
Subtotal 11,113,377 2,820,378 (3,041,877) . 11,061,878
QOther capifal asseis:
Improvements 17,150,450 563,902 138,094 - 17,852,448
Infrastructure 165,922,804 1,366,542 - (861,767) 106,427 579
Buildings 20,430,757 . 2,508,098 - 23,338,855
Machinery and eguipment 4,074,306 486,832 {(135,534) {207.370) 4,168,234
Vehicles 6,332,325 420,705 (2,974 (606,017) 8,144,039
Subtotal 153,010,642 2,817 981 2,907,684 {1,675,154) 157,961,153
Accumulated depreciation.
improvements 8,331,272 945172 46,798 . 7,323,242
[nfrastruciure 52,626,153 2,188,093 - {861,767) 63,852,479
Buildings 7,837,315 701,836 - - 8,539,151
Machinery and equipment 2,721,477 420,222 (43,439) (209,827 2,888,433
Vehicles 4,996,302 5064 263 {9,668) (587,821) 4,992 876
Subtotal 84,512 519 4 849 586 (6,509) (1,659,415) 87,696,181
Net otirer assets 69,388,123 (2,031,805) 2,914,183 {15,739) 70,264,972
Net capital assets $m 80511600 § 958,773 % (127,684} % (15,739) § 81,226,850
*Depreciation was charged to functions as follows:
Gavernmental activities:
Administration b 1,874,078
Police 254,023
Fire 300,830
Pubiic services 2,420,556
Total governmental activities depreciation expense 5 4 849 587
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The following is a summary of changes in the capital assets in the proprietary funds:

Balance Balance
June 30, Adjustment/ Juhe 30,
2013 Additions Transfers Delations 2014
Proprietary activities:
Not being depreciated:
Land $ 4785542 % - % - % - $ 4785842
Construction in progress - - - - -
Subtotal 4,785 842 - - 4785 542
Other capital assets:
Water and sewer system 42,133,077 1,241842 {2,560) (16,871} 43,355,488
[mprovements 581,199 - - - 581,199
Buildings 4,200,497 - - - 4,200,497
Vehicles 995,412 24674 2974 {56,541) 966,519
Computer upgrade 56,396 - - - 56,306
Water meters 1,585,440 19,229 - - 1,604,665
Machirery and equipment 1,890 644 18,821 - - 1,907 465
Subtotal 51,442 665 1,302,666 414 (73.412) 52672,233
Accumuiated depreciation;
Water and sewer system 22 135 651 1,080,579 {2972) {16.871) 23,198,387
Improvements 253,315 68,245 . - 321,560
Buildings 615,378 135,845 - - 751,223
Vehicles 780,638 76,129 17,876 (56,541) 818,202
Computer upgrade 56,398 . - - 56,396
Water meters 613,831 132,360 - - 746,191
Machirery and equipment 1,253,049 181,204 - (854) 1434188
Subtotal 25,709,168 1.674.362 15004 (74,366} 27,324,168
Net other assets 25,733 497 (371,766 (14.580) 954 25348 (65
Netassets $ 30,519,039 § (371796) % (14580) $ 954 % 30,133,807
*Depreciation was charged to functions as follows:
Proprietary activities:
Water and sewer % 1,350,147
Golf Course 324,215
Total proprietary activifes depreciation expense $ 1,674,362

NOTE E-LONG-TERM DEBY

L.eases Payable

Opsrating Lease

The City leases copier and printing equipment under a noncancelable operating lease. Total

costs for this lease was $29,912 for the year ended June 30, 2014. The future minimum lease
payments for this lease are as follows:
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Year Ended

June 30 _Amount
2015 % 29,812
20186 22,434
2047 -
2018 -
2019

Tolals 3 52,348

Bonds Payable

The City issues bonds where the City pledges income derived from the acquired or constructad
assets to pay debt service. Revenue bonds outstanding at June 30, 2014, are as follows:

Aquatic center and skate

park projects(Series 2010) 2.00-3.875% % 6,030,000
Land-Series 2003A 1.60-4.85% 890,000
Land-Series 2011 refunding 2.00-3 375% 3,015,000
Land-Series 2012 refunding 2.00-3.80% 2,450,000

General obligation refunding
bonds(Series 2005A) 3.50-4.125% 6,445 000

Public project refunding
bonds{Series 2008B) 3.20-4.00% 1,725,000
$ 19,755,000

Proprietary Fund Debt

Water 2.50-4,20% & 180,000
Water and Sewer System 1.45-2.50% 2,050,000
Golf Course 4.375% 1,070,000

$ 3,300,000
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The following is a schedule of future debt service requirements to maturity at June 30, 2014 for
bonds general activities and for business activities,

The City's general long-term debt service requirements to maturity at June 30, 2014, are as
follows;

Fiscal Year 2010 GO Bonds 2011 GO Bonds
June 30, Principal interest Principal Interast
20158 3 250,000 % 184,169 § 35000 % 78,706
2016 250,000 178,169 130,000 78,056
2017 255,000 174,119 130,000 75,456
2018 260,000 168,968 130,000 72,856
2016 265,000 163,388 135,000 70,006
2020-2024 1,460,000 698,326 715,000 308,408
2025-2029 1,685,000 464 463 805,000 212,632
2030-2034 1,605,000 112,852 935 000 78 842

Total Debt Service & 6030000 § 2145154 § 3015000 % 976, 860

Fiscal Year 2003A GO Bonds 2012 GO Bonds
June 30, Principal Interest Principal interest

2015 $ 90,000 $ 1,755 3 100,000 % 74,045
2016 - - 100,000 72,045
2017 - - 100,000 70,045
2018 - - 85,000 68,095
2018 - - 100,000 66,145
2020-2024 - - 545,000 287,983
2025-2028 - - 640,000 195,740
2030-2034 - - 770,000 75,080
Total Debt Service § 90,0600 3 1,766 § 2450000 3% 509,158

Fiscal Year 20056A GO Bonds 20088 GO Bonds

June 30, Principal interest Principal Interast

2015 $ 385000 8 256,107 % 95000 % 62,895
2016 405,000 241,789 100,000 59,855
2017 420,000 227,006 105,000 56,655
2018 435,000 211,256 105,000 53,295
2019 455,000 194,726 110,000 69,935
2020-2024 2,645,000 688,452 615,000 168,220
2025-2028 1,780,000 149,736 585 000 60,800

Total Debt Service § 6445000 $ 19689072 $ 1725000 % 531,655

45




CITY OF FLORENCE, KENTUCKY

NOTES TO FINANCIAL STATEMENTS
June 30, 2014

The City's proprietary fund debt service requirements to maturity at June 30, 2014 are as
follows;

Fiscal Year 2003 Water System 2008A Golf Course
June 30, Principal Interest Principal intarest
2015 $ 180,000 § 3,080 $ 340,000 $ 46,812
2018 - . 350,000 31,038
2017 - - 380,000 16,624
2018 - - - -
2018 - - - -
Total Debt Service $ 180,000 $ 3060 § 1,070,000 $ 85 374

Fiscal Year 2012 Water and Sewer System

June 30, Principal Interest
2015 $ 30,000 $ 26,145
2016 210,000 33,405
2017 215,000 30,324
2018 220,000 27 170
2019 220,000 23,980

2020-2024 1,155,000 66,580

Total Debt Service § 2,050,000 $ 207,604

Advance Refundings

The City issued $3,110,000 in general obligation bonds with interest rates ranging from 2.0% to
3.375%. The proceeds were used to partially advance refund $2,700,000 of outstanding 2003A
general obligation bonds from the year 2013 and on which had interest rates ranging from
3.55% to 4.85%. The net proceeds of $3,001,150 (less a discount of $46,650 and the payment
of costs of issuance of $59,000) were deposited in an irrevocable trust with an escrow agent to
provide funds for the future debt service payment on the refunded bonds. As a result, the 2003A
bonds from 2013 on are considered defeased and the liability for those bonds have been
removed,

The reacquisition price exceeded the net carrying amount of the old debt by $301,150. This
amount is being netted against the new debt and amortized over the remaining life of the new
debt. The City advance refunded the 2003A general obligation bonds to reduce its total debt
service over 23 years by $370,362 and to obtain an economic gain (difference between the
present values of the debt service payments of the old and new debt) of $264,738.
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Conduit Debt

The City has issued General Obligation Bonds to provide assistance to the Northern Kentucky
Area Development District for the construction of a facility deemed to be in the public interest.
The bonds are secured by the property financed. Upon repayment of the bonds ownership
transfers to the entity served by the bond issuance. Neither the City, State, nor any political
subdivision thereof, is obligated in any manner for the repayment of the bonds. Accordingly, the
bonds are not reported as a liability in the accompanying financial statements. As of June 30,
2014 the bonds outstanding were $2,400,000.

Changes in Governmental-Type Long-Term Liabifities

During the year ended June 30, 2014, the following changes occurred in liabilities reported in
the general long-term debt:

Amounts
June 30, June 30, Dua Within
2013 Additions Retirements 2014 One Year
Compensated

absences 3 1,179,369 B 788,448 $ (B17,571) § 1,150,246 § 800,000

Bonds payabie;
Series 2003A 175,000 - (85,000) 80,000 90,000
Series 20038 150,000 - (150,000) - -
Series 2005A 6,820,000 - (375,000) 6,445,000 385,000
Series 20088 1,820,000 - (95,000) 1,725,000 85,000
Series 2010 6,275,000 - (245,000) 6,030,000 250,000
Serieg 2011 3,050,000 - {35,000} 3,015,000 35,000
Series 2012 2,485 000 - (35,000) 2,450 000 100,000
Totals $ 21654369 % 788448 § (1,837 571) $ 20905246 § 1,765,000

Compensated absences are liquidated by the general fund.

The government-wide statement of net assets includes $1,765,000 of long-term liabilities due
within one year for governmental activities and $645,000 for business-type activities.
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Changes in Business-Type Long-Term Liabilities

Long-term liability activity for business-type activities for the year ended June 30, 2014 was as
follows:

Batlance Balance Amounts

June 30, Jung 30, Due Within

2013 Additions Retired 2014 One Year
Bonds payable-water/sewer  § 355,000 % - 3 (175,000 § 180,000 § 180,000
Bonds payable-water/sewer 2,075,000 - {25,000 2,050,000 30,000
Compensated absances 96,295 100,611 (94,412) 102 494 5,000
Bonds payable-golf course 1,385,000 - (325,000) 1,070,000 340,600
$ 2921205 % 100811 § (619412} § 3402,494 & £45000

NOTE F-CLAIMS AND JUDGMENTS

Amounts received or receivable from grantor agencies are subject to audit and adjustment by
grantor agencies, principally the federal government. Any disallowed claims including amounts
already collected, may constitute a liability of the applicable funds. The amounts, if any, of
expenditures which may be disallowed by the grantor cannot be determined at this time
although the City expects such amounts, if any, to be immaterial.

NOTE G-EMPLOYEE RETIREMENT SYSTEM
Employer Contributions
County Employees Retirement System (CERS)

City employees who work at least 100 hours per month participate in the County Employees
Retirement System (CERS). Under the provisions of Kentucky Revised Statute 61.645, the
Board of Trustees of Kentucky Retirement Systems administers the CERS.

The plan issues separate financial statements, which may be obtained by request from
Kentucky Retirement Systems, 1260 Louisville Road, Frankfort, Kentucky 40601.

Plan Description - CERS is a cost-sharing multiple-employer defined benefit pension plan that
covers substantially all regular full-time members employed in positions of each county and
school board, and any additional efigible local agencies electing to participate in the System.
The plan provides for retirement, disability, and death benefits to plan members. Retirement
benefits may be extended to beneficiaries of plan members under certain circumstances. Cost-
of-living (COLA) adjustments are provided at the discretion of the state legislature.

Non-hazardous Contributions - For the year ended June 30, 2014, all plan members were
required to contribute 5% of their annual creditable compensation. Any plan members that
entered the retirement plan after August 31, 2008, are required to contribute an additional 1% of
their annual creditable compensation for health insurance. Participating employers were
required to contribute at an actuarially determined rate. Per Kentucky Revised Statute Section
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61.565(3), normal contribution and past service contribution rates shall be determined by the
Board on the basis of an annual valuation last preceding the July 1 of a new biennium. The
Board may amend contribution rates as of the first day of July of the second year of a biennium,
if it is determined on the basis of a subsequent actuarial valuation that amended contribution
rates are necessary to satisfy requirements determined in accordance with actuarial bases
adopted by the Board. For the year ended June 30, 2014, participating employers contributed
18.89% of each employee's creditable compensation. The actuarially determined rate set by the
Board for the year ended June 30, 2014 was 18.89% of creditable compensation. Administrative
costs of Kentucky Retirement System are financed through employer contributions and
investment earnings.

Hazardous Contributions - For the year ended June 30, 2014, all plan members were required
to contribute 8% of their annual creditable compensation. Any plan members that entered the
retirement plan after August 31, 2008, are required to contribute an additional 1% of their annual
creditable compensation for health insurance. The state was required to contribute at an
actuarially determined rate. Per Kentucky Revised Statute Section 61.565(3), normal
contribution and past service contribution rates shall be determined by the Board on the basis of
an annual valuation last preceding the July 1 of a new biennium. The Board may amend
contribution rates as of the first day of July of the second year of a biennium, if it is determined
on the basis of a subsequent actuarial valuation that amended contribution rates are necessary
to satisfy requirements determined in accordance with actuarial bases adopted by the Board.
For the year ended June 30, 2014, participating employers contributed 35.70% of each
employee's creditable compensation. The actuarially determined rate set by the Board for the
year ended June 30, 2014 was 35.70% of creditable compensation. Administrative costs of KRS
are financed through employer contributions and investment earnings.

The required contribution and the actual percentage contributed by the City for the current and
previous two years are as follows:

Year Contribution Contributed
2014 % 3,240,087 100%
2013 & 3,357,501 100%
2012 8§ 3,242 238 100%

Medical Insurance Plan

The CERS provides post-retirement healthcare benefits to eligible members and dependents,
under a cost-sharing multiple employer defined benefit plan. Medical benefits are offered to
members who have retired from service or disability. The post-retirement healthcare is financed
though member contributions and state appropriations.

NOTE H-DEFERRED COMPENSATION PLAN
Employees of the City of Florence may participate in a deferred compensation plan adopted
under the provisions of Internal Revenue Code Section 457 (Deferred Compensation Plans with

Respect to Service for State and Local Governments). Employees may also participate in a
Section 401(k) adopted under the provisions of the Internal Revenue Code.
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The deferred compensation plan is available to all employees of the City. Under the plan,
employees may elect to defer a portion of their salaries and avoid paying taxes on the deferred
portion until the withdrawal date. The deferred compensation amount is not available for
withdrawal by employees until termination, retirement, death, or unforeseeable financial
emergency.

The deferred compensation plans are administered by ICMA and Kentucky Public Employees’
Deferred Compensation Plan.

NOTE [-CONTINGENT LIABILITIES

The City is a defendant in various lawsuits. Although the outcome of these lawsuits is not
presently determinable, in the opinion of the City's Attorney, the resolution of these matters will
not have a materially adverse effect on the financial condition of the government.

NOTE J-INTERFUND TRANSACTIONS

A summary of the interfund account balances is as follows:

Due from/to other Funds

Receivable Funds(s) Fayabie Fund(s) Armount
General Water and sewer % 21,307
General Health and dental 480
Infrastructure Genearal (22,991)

Total 3 {1,204)

Due from and due to other funds represent short-term accounts receivable and payable. The
balances in these accounts are typically the result of time differences between the date that
goods and services were provided and when payment occurred.

Transfers infout Amaount
General Municipai aid/LGEA 125,000
General Infrasiructure 1,500,000
Geaneral Aguatic center 200,000
General Golf Course 106,000
Total $ 1,825,000

During the year, transfers are used to move general fund resources to provide annual subsidy to
the transit fund. For the year ended June 30, 2014, the City made the following annual transfers:

1) A transfer of $125,000 was made from the general fund to the special revenue fund for
annual funding amounts for snow removal.

2) A transfer of $1,500,000 was made from the general fund to the infrastructure fund to
provide funding for the initial infrastructure for a retail development on Mall Road..

3) A transfer of $200,000 was made from the general fund to the aquatic center for the
annual subsidy to support the recreation operations.
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4} A transfer of $100,000 was made from the general fund to the golf course fund for the
annual subsidy to support the recreation operations,

NOTE K-RISK MANAGEMENT

The City is exposed to various risks of losses related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees, and natural disasters. The
City has obtained insurance coverage through a commercial insurance company. In addition,
the City has effectively managed risk through various employee education and prevention
programs through the efforts and cooperation of its department heads. All risk for general
liability management activities are accounted for in the General Fund. Expenditures and claims
are recognized when probable that a loss has occurred and the amount of loss can be
reagonably estimated.

The City has established a Health and Dental Self-Insurance Fund. Employees participate in
this program and certain other medical insurance programs offered by the City. Under this
program, the first $50,000 of a participant's medical claim are payable by the health and dental
seff-insurance fund. The City purchases insurance for claims in excess of coverage provided by
the fund. The general fund participates in the program and makes payments to the health and
dental fund based on estimates of the amount needed to pay current vear claims. The claims
liability of $163,363 reported in the fund at June 30, 2014, is based upon the requirements of
GASB Statement No. 10, which requires that a liability for claims be reported if information prior
to the issuance of the financial statements indicates that it is probable that a liability has been
incurred at the date of the financial statements and the claims tiability amount were:

Balance at Ciaims and

Beginning of Changes Claims

Fiscal Year in Estimates Payrnents June 30,
2011-2012 $ 85,310 $ 2,335,901 $ 2,260,238 % 160,972
2012-2013 § 180,972 L3 26866124 § 2,706,983 $ 30,113
2013-2014 ¥ 30,113 3 1.950807 3 1,817,647 & 163,363

The City Attorney estimates that the amount of actuai or potential claims against the City as of
June 30, 2014, will not materially affect the financial condition of the City. Therefore, the
General Fund contains no provision for estimated claims. No claim has exceeded insurance
coverage amounts in the past three fiscal years.

NOTE L - COMMITMENTS

At June 30, 2014, the City had the following commitments with respect to the following projects:

Projects Commitments
US 42 Turn Lane $590.,000
Mall Road Development $3,000,000
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REQUIRED SUPPLEMENTARY
INFORMATION

Annuai budgets are adopted on a basis consistent with generally accepted accounting
principles for all funds except the capital projects fund, which is not budgeted.
Expenditures may not legally exceed budgeted appropriations at the department level.
Any revisions to the budget that would alter total revenues of any fund and expenditures
of any department must be approved by the Council, however, with proper approval by the
City Coordinator, budgetary transfers within departments can be made.



CITY OF FLORENCE, KENTUCKY
BUDGETARY COMPARISON SCHEDULE
BUDGET AND ACTUAL-GENERAL FUND
For the Year Ended June 30, 2014
Vartance with
Final Budget
Budgeted Amounts Actual Hositive
Original Final Amounts {Negative)
Budgetary fund balance, July 1 $ 41792683 5 46009442 § 46,009,442 & -
Resources (inflows):
Taxes:
Property 7,000,000 7,000,000 7,112,868 112,868
Franchise 550,000 550,000 562,203 12,203
Bank deposit 185,600 185,000 209,289 24,289
Licenses and permits;
Payroll license fees 12,600,000 12,500,000 12,829,330 329,330
Gross receipts license fees 1,800,000 1,800,000 2,098,956 188 956
Insurance 3,800,000 3,800,000 4,274,919 474,919
Other 95,000 95,000 BS,153 (5.847)
Intergovernmantai £30,000 803,350 1,630,027 226 877
Fines and forfeitures 214,000 214,000 197,803 (16,197)
Charges for services 3,752,000 3,752,000 3,482,188 (299,812)
interest 100,000 100,000 492,161 392,161
Miscellaneous 80,000 80,000 120,386 40,3868
Amounts available for appropriation 72,498,683 76,988,792 78,478,725 1,489 833
Charges to appropriations (outflows);
Administration:
Personnel 1,015,100 1,015,100 872,263 42 837
Contractual 947,000 947,000 788,402 147,598
Operating/Maintenance 432,000 432,000 381,200 50,800
Capital outlay 308,600 308,600 249,242 57,358
Total administration 2,700,700 2,700,700 2,402 107 298,543
Police;
Personnel 5,800,500 6,800,500 6,667,169 133,331
Contractual 30,000 30,000 23,082 5,048
Operating/Maintenance 477,100 477,100 430,243 48,857
Capital outlay 303,755 332,397 316,620 15,777
Total police 7,611,355 7,639,987 7,437,084 202,913
Fire:
Persannel 5469,400 5,580,650 5,383,174 207,478
Contractual 201,000 201,000 158,803 42,197
Operating/Maintenance 465,000 497,000 478,984 18,016
Capital outlay 205,600 220,000 187,430 52,670
Totat fire 6,340,400 8,508,650 6,188,391 320,259
(Gontinued)
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(Continued)

FPublic services:
Personnel
Contractual
Operating/Maintenance
Capital outlay
Total public services

Debt service:
Principal
Interest
Total debt service

Other financing uses:
Special revenue
Enterprise fund
Total other financing uses

Totai charges to appropriations
Budgetary fund baiance, June 30

$

$

3,144,800 3,178,800 % 3,027,499 § 151,304
418,000 447,000 430,595 16,405
1,120,500 1,130,500 1,077,391 53,109
1,804,000 5,834,000 4,446,302 1,487,698
6,487,300 10,690,300 8,881,787 1,708,613
1,020,000 1,020,000 1,020,000 -
651,000 691,000 890,074 926
1,711,000 1,711,000 1,710,074 028
325,000 1,826,000 1,825,000 -
100,000 100,000 100,000 -
425,000 1,925,000 1,825,000 -
25,275,755 31,175,647 28,644,443 2,531,204
47,222,938 45813,145 § 49834282 § 4,021,137
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CITY OF FLORENCE, KENTUCKY
COMBINING BALANCE SHEET

NON-MAJOR GOVERNMENTAL FUNDS
June 30, 2014

Special Revenue Funds Total
Nonmajar
Municipal Asset Aguatic Governmental
Aid Infrastructure Forfeiture Center Funds
ASSETS
Cash and cash equivalents $ BHITI3 $ 4666585 § 490,230 § 1478450 3% 7,406,978
Intergovernmental receivable 62,908 53,075 - - 115,983
Due from other funds - 22,991 - . 22,991
Accounts recaivable - 14,180 - 4,885 19,065
inventory 71,277 - - - 71,277
Tolal assets $ OB7B98 § 4756831 & 410230 & 1,481,335 § 7,636,294
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 20630 3% - $ - $ 36,814 % 57 444
Total labilities 20,6830 - - 36,814 57,444
Fund balances:
Nonspendable;
inventories 71,277 - - - 71,277
Assigned fo:
Special revenue fund 895 991 4,756,831 410,230 1,444 521 7,507 873
Total fund balances 967,268 4 756,831 410,230 1,444 521 7,578,850
Total liabilities ard fund balances $ OB7B98 § 4755831 % 410,230 § 1,481,335 & 7,636,204
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REVENUES
Licenses and parmits
intergovernmental
Charges for services

Uses of property
Jinterest
Miscellanaous

Totai revenues

EXPENDITURES
Current.

Paolice

Public Services

Total expenditures
Excess {deficlency) of revenues
over(under) expenditures

OTHER FINANCING SQURCES
Transfers in

Total other financing sources

Net change in fund balances
Fund bafances - beginning

Fund balances - ending

Special Revenue Funds Total

Nonmajor
Municipal Asset Aquatic Governmental

Aid Infrastructure raorfeiture Center Funds
- % 2280801 3% - 8 - $ 2,288,801
718,726 53,078 - - 771,801
- 450,000 - 303,940 753,940
- - 08,394 . 98,394
2,414 8,080 1,132 4,748 17,374
. - - 285 295
721,140 2 802,056 98,526 308,983 3831708
- - 32,168 - 32,166
548,428 1,561,621 - 886,095 2,788,144
545 428 1,651,621 32,166 588,005 2,821,310
171,712 1,250,435 87,3680 (379,112) 1,110,395
125,000 1,500,000 - 200,000 1.825,00C
125,000 1,500,000 - 200,000 1,825,000
296,712 2,750,435 67,360 (178,112} 2,935,385
670,556 2,008,306 342870 1,623,633 4,643 455
587,268 § 4,756,831 $ 410230 § 1444521 & 7,578 850
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Variance with
Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts {Negative)
Budgetary fund batances, July 1 ] 504,008 § 670,556 % 670,556 % -
Resources {inflows):
Intergovernmental 535,000 535,000 718,726 183,726
interest 2,200 2,200 2414 214
Other financing sources.
Transfer in 125,000 125,000 125,000 -
Amaounts avaitable for appropriation 1,256 209 1,332,756 1,516,686 183,840
Charges to appropriations {outflows):
Current;
Public services 555,200 735,200 549 428 185,772
Total 565,200 735,200 549,428 185,772
Budgetary fund batances, June 30 3 701,008 § 587556 % 967,268 3 369,712
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Varignce with

Final Budget
Budgeted Amounts Actual Positive
Originai Final Amounts {Negative)
Budgetary fund balances, July 1 $ 849,000 $ 2006396 3% 2,006,396 § -
{Resources (inflows).
Licenses and permits 2,100,000 2,100,000 2,289,901 189,901
intergovernmental revenue - - 53,075 -
Charges for services 450,000 450,000 . 450,000 -
Interest 1,500 1,500 5080 7,580
Transfer in - 1,500,000 1,500,000 -
Amounts available for appropriation 3,400,500 5067 896 £,308,452 250,558
Charges to appropriations (outflows):
Current:
Public services 1,560,000 3,060,000 1,551,621 1,508,379
Total 1,660,000 3,060,300 1,551,621 1,508,379
Budgstary fund balances, June 30 3 1,840,500 § 28978968 § 4756,831 $ 1,758,035
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Budgetary fund balances, July 1
Resources (inflows);
Uses of property
inferest
Amounts available for appropriation
Charges to appropriations {outfiows):
Current;
Police
Total
Budgetary fund balances, June 30

$

$

Variance with

Finat Budgst
Budgeted Amounds Actual Positive
Original Final Amounis {Negative)
216,035 § 342870 % 342,870 -
25,000 25,000 88,394 73,394
800 800 1,132 232
241,935 368,770 442,396 73,626
53,000 £3,000 32,166 20,834
53,000 53,000 32,166 20,834
188,938 % 315770 % 410,230 94 460 |
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CITY OF FLORENCE, KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCE-BUDGET AND ACTUAL-AQUATIC CEN TER FUND

For the Year Ended June 30, 2014

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Budgetary fund balances, July 1 $ 1,573,084 § 1823633 § 1,823,633 -
Resources (inflows).
Memberships 55,000 55,000 44,745 {10,255)
Daily Admissions 270,000 270,000 219,283 (50,707)
Programs 19,000 19,000 28,157 9,157
Concessions 15,000 15,000 10,943 (4,057)
Locker Rental 1,100 1,100 502 (298)
interest 6,000 6,000 4748 (1,252)
Miscellaneous 500 500 295 {205}
Other financing sources:
Transfer in 200,000 200,000 200,000 -
Amounts available for appropriation 2,135,664 2,190,233 2,132 6186 (57,617)
Charges to appropriations (outflows);
Fublic sarvices
Managerent contract 380,000 380,000 370,000 10,000
Utllities 168,700 168,700 144,348 25,352
Repairs and maintenance 45,000 125,000 51,227 73,773
Supplies 1,000 1,000 1,145 (145)
Bank service charges 8,500 6,500 4,752 1,748
Miscellaneous 4,250 4,250 4,415 (165)
Capital 35,000 35,000 112,208 {77,208)
Total 541,450 721,450 688,095 33,355
Budgetary fund halances, June 30 & 1498214 5 1488783 § 1,444 521 (24,262)
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STATISTICAL SECTION

This part of the City of Florence's comprehensive annual financial report presents detailed
information as a context for understanding what the information in the financial statements,
note disclosures and required supplementary information says about the government's overal]
financial health.

CONTENTS PAGE
Financial Trends 61
These schedules contain trend information to help the reader understand how

the government's financial performance and well-being have changed over time.

Revenue Capacity 68
These schedules contain information to help the reader assess the government's
most significant local revenue source, the property tax.

Debt Capacity 73
These schedules present information to help the reader assess the affordability

of the government's current levels of outstanding debt and the government's

ability to issue additional debt in the future.

Demographic and Economic Information 78
These schedules offer demographic and economic indicators to help the reader
understand the environment within which the goivernment's financial activities

take place.

Operating Information 80
These schedules contain certain service and infrastructure data to help the reader
understand how the information in the government's financial report relates to the
services the government provides and the activities it performs.
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CITY OF FLORENCE, KENTUCKY

Principal Property Taxpayers
June 30, 2014

2014 2005
Percentage of Percentage of
Taxable Total Taxable Taxable Total Taxable

Assessed Assessed Assessed Assessed

Valuation Rank Value Valuation Rank Value
Taxpaver
General Growth 96,000,000 1 3.17% 76,000,000 3.57%
MNew Plan Property Holding 37225135 2 1.23%
Turfway Park, LLC 21,900,000 3 0.72% 14,000,000 0.56%
Cabot Turfway Ridge 14 LLGC 21,500,000 4 0.71%
ZF Steering 21,084,614 5 0.70%
IBM Cradit Corp 19,715,658 6 0.65%
Trellises Kentucky 18,060,000 7 0.60% 15,802,500 0.74%
Bluegrass RHP 18,000,000 8 0.59%
Wal-Mart Real Estate 18,000,000 9 0.58%
Meljer Stores 17,188,000 10 (.57% 15,800,000 5 0.74%
Beam Associates 12,488,000 B 0.59%
Ayres Development 35,477,100 2 1.67%
Corporex Key Partnership 15,912,000 3 0.75%
Turfway Crossing 15,000,000 6 0.70%
Shelbyville Inc, 12,000,000 g 0.56%
HK New Pians 11,612,000 10 0.55%
TOTAL $ 288691407 9.53% ¥ 224102800 10.63%
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CITY OF FLORENCE, KENTUCKY

Direct and Overlapping Governmental Activities Debt
June 30, 2014

Estimated
Estimated Share of
Debt Percentage Qverlapping

Governmeantal Unit Outstanding Applicable(1) Debt
Debt repaid with property taxes: County 3 45,415,085 26.40% $ 12,884 664
Subtatal, overlapping debt 12,884 664
City of Florence direct debt 18,755,000
Total direct and averlapping $ 32,830 664

Source: Kentucky Local Debt Report

Note: Overlapping governments are those that coincide, at least in part, with the geographic boundaries of the city,

This schedute estimates the portion of the outstanding debt of those overlapping governments that is borne by the
residents and businesses of the City of Florence. This process recognizes that, when considering the government's
ability to issue and repay long-term debt, the entire debt burden bome by the residents and businesses should be taken
into account, However, this does not imply that every taxpayer is a resident, and therefore responsible for repaying

the debt, of each overlapping government.

{1) The percentage of overlapping debt applicable is estimated using taxable assessed property values. Applicabie
percentages were sstimated by determining the portion of the county's taxable assessed value that is within the
government's boundaries and dividing it by the county's total taxable assessed value.
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CITY OF FLORENCE, KENTUCKY

Demographic and Economic Statistics
Last Ten Fiscal Years

, Per Capita
Fiscal Personal Median Median Unemployment
Year Population {1) Income (2) Income (2) Age (2) Raie (3)
2005 25443 % 833,732,657 % 36,659 347 4.6%
2006 26,188 3 1,034,033,180 & 39,485 331 4.0%
2007 26710 % 1,083,762,920 % 39,452 31 4.5%
2008 27,281 & 1,122,558,588 3 41,148 341 5.4%
2008 27,745 § 1,183, 712680 3 42,664 34.2 9.7%
2010 28381 % 1,374,860,783 § 48,443 34.9 8.7%
2011 29,951 % 1,474,907 044 $ 49,244 35.7 9.1%
2012 30,687 % 1,622,228835 % 40 605 52 7.1%
2013 31,088 $ N/A 3 N/A N/A 6.8%
2014 31,088 % NIA & N/A N/A 56%

{1} Census Bureau and Kentucky State Data Center
{2) Tri-County Economic Development Corporation
(3) Bureau of Labor Statistics Data and Kentucky State Data Center
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Ranxkan, Rarnxin & Company B Lookout Corporate Center B Tel. 859/331-5000

Certified Pubiic ACCOUntants 1717 Dide Highway, Suite 600
Ft. Wright, Kentuclky 41011

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING

| STANDARDS

Honorable Diane E. Whalen, Mayor
Members of City Council
City of Florence, Kentucky

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable fo financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States, the financial
statements of the governmental activities, the business-type activities, each major fund, and the
aggregrate remaining fund information of City of Florence, Kentucky as of and for the year
ended June 30, 2014, and the related notes to the financial statements, which collectively
comprise the Board's basic financial statements, and have issued our report thereon dated
September 12, 2014.

Internal Control Over Financial Reporting

in planning and performing our audit of the financial statements, we considered the City of
Florence, Kentucky's internal control over financial reporting (internal control) to determine the
audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City of Florence, Kentucky's internal control.  Accordingly, we do not
express an opinion on the effectivenass of the City of Florence, Kentucky’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or defect and correct, misstatements on a timely basis. A maferial weakness is a
deficiency, or combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that were not identified.  Given these limitations, during our
audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of cbiaining reascnable assurance about whether City of Florence, Kentucky's financial
statemnents are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of owr tests disclosed
no instances of noncompliance or other matters that are required to be reported under Govern-

ment Auditing Standards.
Furpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compiliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity's
internat control and compliance. Accordingly, this communication is not suitable for any other

puUrpose.

RANKIN, RANKIN & COMPANY

Lot 2, CotirC

Ft. Wright, Kentucky
September 12, 2014
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